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Factoring is accounts receivable financing supplemented with
credit, sales ledger accounting and collection services either on a
with-recourse or non-recourse basis.
This research aims at exploring the general market situation of
factoring and the practices of a typical factor in Hong Kong.
There is resistance to factoring in Hong Kong because most Hong
Kong businessmen are traditionalists who do not like to entrust too
much of their business to strangers. Moreover, there are certain
longstanding prejudices associated with export factoring which is
treated as a kind of last-resort financing.
The lack of knowledge of the functions of factoring has inhibited
the growth of factoring services in Hong Kong. However,
factoring is slowly becoming an accepted form of financing for
certain industries.
As a result, the key issue in exploiting the substantial market
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CHAPTER ONE
INTRODUCTION
1.1 The nature and practice of factoring
In essence factoring is an arrangement for the outright
purchase by a finance company of all the trade debts of a
supplier of goods and services on a continuous basis. A
notice of the transfer of ownership of each debt will be given
to the respective trade debtor of the supplier.
After each shipment of goods, the supplier sends copies of
the invoices accompanied by the shipping documents to his
factor. Immediate cash will be paid for the full net face
value of the invoices from the factor, minus the commission
for service rendered and a reserve to offset any contingent
liabilities arising from disputes and counterclaims raised by
the trade debtor. The remainder due to the supplier will be
made available on the average due day of the invoices.
Once the supplier enters into a factoring agreement, he is
relieved of the credit and collection function. The factor will
2assume the duties and responsibilities of administering the
sales ledger, credit control and cash collection. Moreover,
most factors cover bad debts and provide financial facilities in
advancing payment of a substantial portion of the outstanding
debt to the supplier ahead of maturity.
1.2 The historical development of factoring
During the Industrial Revolution, the textile mills in the
north of England appointed representatives on the Eastern
Seaboard of North America to sell their merchandise and look
after customer relationships generally. These representatives
known as factors were responsible for importing in bulk,
collecting and remitting the proceeds of sales back to Britain.
However, they soon found that more profit could be derived
from the administration of their client's businesses in America
than from sales. As a result, they dropped the selling
function and specialized in collection and credit insurance
services. They were then in a position to bridge the long
collection period in the American trade by offering immediate
payment to the British supplier at the time of export.
Subsequently, a full package of administrative and financial
factoring was developed and put into operation.
3As the USA rapidly developed its own industry in the
twentieth century, factoring expanded away from the textile
industry to other areas, where the expertise of credit
checking and protection against bad debts, ledgering and
collection, and financing of receivables could be applied.
Consumer products, such as shoes, toys and furniture were
obvious choices, as were the new and developing industries of
electronics, chemicals and synthetic fibres.
Being an effective service with profitable growth, factoring
had found its opportunity in Europe when the first factoring
company opened in Britain in 1960. The severe credit
squeeze in the early 1960's enhanced the growth of the
factoring industry, as many clients adopted factoring as an
alternative source of bank finance.
it is interesting to note the increased involvement of banking
institutions in the factoring business through their opening of
factoring departments or acquiring operating factors from 1960
onwards.
Today, factoring services are based on what are probably the
most advanced and sophisticated computer systems developed
for sales accounting and credit control and, thus, are
extremely cost-effective and efficient. This creates economy
of scale and lowers the average cost of processing each
4transaction. Favorable pricing encourages more companies to
make use of factoring, both for their domestic and export
sales, either on a financed or maturity hacis
1.3 The economic function of factoring
While factoring is not* an alternative to raising long-terrr
capital, it can be of real assistance in increasing the velocity
of working capital. The traditional flow of working capital
from stock into production, and then into trade debts, which
are eventually returned to the company as cash, is shortened
as payments from the factor are made against invoices. To
an agreed extent, the debtor item in the balance sheet is
transformed into cash for the client. Expansion will not be
prohibited due to lack of working capital.
In the growth of every company, there comes a point where
existing management resources are insufficient to sustain an
efficient growth situation. However, by utilizing a factoring
facility, the company can have recourse to better management
of credit administration, ledgering, and collection. As the
company grows, the factor can provide specialized personnel
to solve more complex problems arising in the credit,
5accounting, and collection areas. In this sphere, therefore,
the firm can expand without the normal management
constraints. Moreover, the use of the factoring facility by
the small company allows to enjoy economies of scale in the
credit control area, which are out of relation to its actual
size.
One of the difficulties in making management decisions is that
certain events cannot- be foreseen with accuracy. If a
factoring arrangement is employed, payment of trade debts on
an agreed maturity date is guaranteed. The manager can
thus estimate the cash flow with regard to the receipts from
debtors with far greater certainty, and this is of great value




Being a highly efficient form of financial service, factoring
should have a very high market potential in Hong Kong.
This renders a study of its practices in the domestic
environment both valuable and interesting.
Factoring is more than a financial facility, it serves the
purpose of providing credit, sales ledger accounting and
collection services on accounts receivable for an individual
business entity. This research aims at exploring the
following areas:-
a) The general market situation of factoring in Hong Kong
with special emphasis on the market profile, customer
profile, competition profile, product profile and
marketing strategies.
7b) The practices of a typical factor in Hong Kong with
regard to its credit policy, credit administration,
documentation, accounting procedures and collection
procedures.
c) The legal aspects related to the practices of a typical
factor in Hong Kong.
d) Identification of possible areas for improvement in the
practices of factoring in Hong Kong and formulation of
feasible strategies to exploit the market potential more
fully.
2.2 Scope
Factoring is defined merely as accounts receivable financing
supplemented with credit and sales ledger accounting and
collection services either on recourse or non-recourse basis.
The practice of factoring in Hong Kong refers only to those
registered or licensed financial institutions providing factoring
facilities.
82.3 Terms and definitions
Definition of terms used in this report are as follows:-
Customer refers to the supplier of goods or services with
whom the factor has a factoring agreement.
Debtor refers to the recipient of goods or services from the
customer, who becomes the debtor of the factor as a
consequence of the purchase of the trade debt arising from
the rendering of such goods or services.
With recourse trade debt refers to a debt that is purchased
by the factor from the customer on the basis that if the
debtor is financially unable to pay then the customer must
pay the factor in respect of such debt. A contingent liability
remains with the customer for such debts.
Nithout recourse trade debt refers to a debt that is
purchased by the factor from the customer on the basis that,
if the debtor is financially unable to pay, then the factor
rnust take such loss. A contingent liability does not exist for
the customer.
9Maturity date refers to a date agreed between the factor and
the customer as to when any debt should be paid in practice
by the debtor to the factor. This date is usually arrived at
by a review of actual experience and can be related to an
agreed number of days past the due date of each invoice, or
calculated according to an average expected credit period.
2.4 Research desin
Concerning the collection of relevant data for this researcr
project, a structured questionnaire was designed to cover the
general market situation and practices of factoring. A pilot
test of the questionnaire was carried out to ensure its quality
in soliciting appropriate response. After necessary
modification to accommodate various problems arising in the
pilot test, the questionnaire was reproduced in large
quantities-
The length restriction of a typical questionnaire makes it
impossible to solicit the details of how a factoring deal is
consummated. Hence, personal interviews had to be
conducted in order to collect information on the credit policy,
credit administration, sales ledger accounting and collection
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procedure of a typical factor. A guideline was drafted to
assure that the interview was conducted in a well-structured
and systematic manner. Moreover, this reduced the chance of
missing certain questions.
Desk research is vital to the preliminary study of the nature
and practice of factoring. Relevant books, articles and legal
text gave us some background and insight on what legal
problems might arise in- a typical factoring deal will be very
helpful to a greenhorn in conceptualizing the ideas of,






In a standard text of financial management, factoring is only
a small item appearing in the working capital management
section. I n most cases, no more than two pages would be
contributed to this subject.
Thus the writers searched the library for books and journal
articles related to the subject of factoring. They carefully
summarized all pertinent information.
After intensive thought and vigorous discussion, a
preliminary proposal for this research project was outlined.




There were two separate questionnaires to serve two different
purposes. The first one is called Factoring Survey
Questionnaire (see Appendix I I). It is a well-structured
data collection form to collect information regarding the
general market situation and practice of factoring in Hong
Kong.
It consisted of sixteen questions, which made up three pages.
This questionnaire was sent to selected respondents by mail,
therefore, its design emphasized on simplicity and clarity.
it was rurtner separated into two parts. I he first part aimed
at eliciting whether the financial institutions had offered
factoring services, and, if not, why not. The second part
focused on the following categories of information:-
a) Type of factoring services offered
b) Credit policy
c) Credit checking procedure




The second questionnaire is called Interview Guideline (see
Appendix 111). It is roughly separated into three parts.
The first part concerns marketing aspects. Whilst the second
part mainly concerns operational aspects. The last part was
a list of questions related to the problems encountered in
operating a factoring business in Hong Kong.
This questionnaire consisted of more than forty open-ended
questions catering to an in-depth interview. It was treated
as only a guideline in order to avoid missing certain questions
during the interview. The open-ended nature of the
questions allowed the respondents more freedom to express
their personal views towards the subject matter. This
provided flexibility in gathering the information the
respondents deemed relevant and appropriate.
3.3 Sampling
Regarding the low response rate of the mail questionnaire, a
large sample of 250 carefully selected financial institutions was
taken. A mailing list of all financial institutions was prepared
from the yellow pages of the telephone directory.
The sampling process would draw a sample to include the
following:-
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a) all licensed banks and their affiliated finance companies
b) all financial institutions specializing in providing
factoring services
c) all active and large registered or licensed finance
companies
d) a random sample of the remaining finance companies.
The consequent sample included 122 banks and 128 finance
companies for a total of -250.
Moreover, with regard to the selection of financial institutions
in which to conduct in-depth personal interviews, a judgement
sampling was adopted. The number of interviews would
depend very much on the response of mail questionnaires and
market information. Basically, those financial institutions
with a relatively long history and well-established experience
in handling factoring business would be selected.
3.4 Data collection
The structured questionnaires were mailed to the general
manager or factoring department head of those selected
financial institutions. They were in the form of a package






In order to motivate the respondents to fill in the
questionnaires. The cover letter mentioned that a statistical
summary of the results would be sent to those who were
interested in the findings of this survey. (Please refer to
problem 16 in Appendix 111). A courteous reminder was sent
to those whose reply was not received within two weeks. A
control number was assigned to each questionnaire, so that
we could trace those missing ones for our record.
Actually 64 replies were received, but only 62 of them were
usable. The two completed questionnaires were discarded
because of misinterpretation of instructions in filling in the
appropriate answers.
Among the usable questionnaires, there were 32 replies from
banks and 30 replies from finance companies. As a whole,
the response rate was approximately 25%. This turnout could
be regarded as a success in the case of a mail-questionnaire
survey.
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Regarding the' in-depth personal interviews, appointments
were made with those key personnel, who are endowed with
expertise in the factoring business, from the three financial
institutions with the highest runover in factoring business.
A letter was drafted to explain the objectives of our research
project and to solicit co-operation with our request for an
interview. Letters were sent to the target interviewees.
After a couple of days, we followed up with telephone calls in
order to arrange the appointments.
During the interviews, the guideline questionnaire was
followed so as to avoid missing certain pertinent information.
However, we allowed maximum flexibility to the respondents to
express freely their personal experience and views towards
the factoring business in Hong Kong. In fact, this
information was valuable to the purposes of this research.
3.5 Data processing
Jne month after the questionnaires were mailed out, 64
replies had been received. However, there were no more
replies afterwards. Then we proceeded to process the data
col lection.
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During the processing, the data on the questionnaires were
summarized and tabulated into a form of statistical summary
(see Appendix IV). This definitely assisted us in
interpreting the results of the mail-questionnaire survey more
effectively.
However, the information obtained from the in-depth personal
interviews was treated in a completely different way. This
was simply because it was more qualitative and required
summarization in words rather than in fiqures.
3.6 Limitations
In interpreting the results of this survey, caution must be
taken because of the innate limitations of the research design
based on the following observations:-
a) the sampling of the mail survey is on a judgement basis
b) the respondents might represent a biased group of
financial institutions
c) there is inadequate availability of literature for reference
d) the nature of the marketplace for financial services is
everchanging
e) sensitive information is often withheld by the
respondents during personal interviews.
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CHAPTER FOUR
FACTORING IN HONG KONG
4.1 Number of factoring companies
From Exhibit 4.1, it is noted that amongst the 62 respondents
of the mail questionnaire survey, only seven of them offer
factoring services. This might imply that the number of
participants in this line of business is relatively small.
4.2 Non-factoring companies
From Exhibit 4.2, it is noted that the 55 non-factoring
companies do not participate for several reasons, with
riskiness and unprofitability being ranked the key factors.
Since the financial institutions have no direct and convenient
access to the debtors, there always exists an information gap
concerning the creditworthiness of the debtors. The factoring




Non-factoring companies 31 24
Factoring companies 1 6
32 30
Exhibit 4.1 Number of factoring companies
Overall Rank Resources
1 Involves a lot of credit risk
2 Less profitable than other short-term finance
business
3 Incurs too much administrative efforts and
clerical costs
4 Less marketable than other short-term finance
business
5 Not a stable revenue generator
6 Factoring transaction volume is too small
7 Little scale of economy
Exhibit 4.2 Overall ranking of reasons for not participatinq
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or adopt a with-recourse factoring policy. In both cases, the
high operating costs or other less appealing features render
factoring a less profitable business.
However, seven out of the 55 non-factoring financial
institutions intend to provide factoring services in the near
future. This might imply the increasing attractiveness of
factoring business in Hong Kong in the coming years.
4.3 Recourse basis
From Exhibit 4.3, it is noted that the seven factoring
companies- normally provide local factoring services on a
with-recourse basis, whereas the international factoring
services are conducted on both with-recourse and
without-recourse basis.
4.4 Growth of factoring operations
From Exhibit 4.4, it is noted that there has been a growinc
number of factoring companies in recent years. This mighi
be due to the keen competition in the marketplace of financia
services. Therefore, some financial companies have started tc
launch new financial services to boost their turnover and tc
maintain competitive edge.
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Recourse Basis No. of factoring companies
Local sales with recourse 5
Local sales without recourse 1
Export sales with recourse 4
Export sales without recourse 4
Exhibit 4.3 Recourse Basis in Practices





Exhibit 4.4 Growth of Factoring Operations
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4.5 Target markets
From Exhibit 4.5, it is noted that most of the seven factoring
companies their business in the manufacturing and trading
sector. This might be attributed to the short-term financing
needs of these industries. After each shipment, they are
badly in need of cash to pay their trade creditors for raw
materials- sunl ies etc-
4.6 Average invoice amount
From Exhibit 4.6, it is noted that the seven factoring
companies target different market segments in terms of
average transaction volume. This might be attributed to their
company policy or customer portfolio.
4.7 Annual turnover
From Exhibit 4.7, it is noted that four out of the seven
factoring companies have an annual factoring transaction
volume of less than HK$50 million.
23




Exhibit 4.5 Target markets
Average invoice amount No. of factoring companies
H K$101001- 50,000 2
HK$50,001- 100,000 2
H K$1001001- 500,000 2
N/A 1
Exhibit 4.6 Average Invoice Amount
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Annual turnover of
factoring (in HK$) No. of factorinq companies
less than 10 million 3
10 million- 50 million 1
more than 100 million 1
N/A 2
Exhibit 4.7 Annual Turnover
No. of branches No. of factoring companies
1 4
2- 10 2
nore than 10 1
Exhibit 4.8 No. of Branches
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4.8 Number of branches
From Exhibit 4.8, it is noted that four out of the seven
factoring companies maintain only one office to serve their
customers. Whereas the remaining three companies have more
branches.
4.9 Promotional tools
From Exhibit 4.9, most of the seven factoring companies
prefer to use brochures and personal selling to promote this
line of business. This might be attributed to the complexity
and unpopularity of the idea of factoring amongst prospective
customers. Thus, brochures are used to create awareness,
whilst personal selling is adopted to arouse interest.
Moreover, the cost-effectiveness of these two practices might
be much higher than the other means.
4.10 Collection of invoice payments
From Exhibit 4.10, it is noted that two out of the seven
factoring companies collect the trade debts on their own.
Whereas another three companies collect the trade debts with
close co-operation from the customers. The remaining two
companies adopt both practices.
26
No. of factoring companiesPromotional tools
5Brochures
2Advertisements in newspaper
2Advertisements in trade journals
2Posters and sales letters
5Sales calls by account executives
Exhibit 4.9 Promotional Tools
Invoice payment
No. of factoring companiescollection methods
2independently
3close co-operation from the customer
2both
Exhibit 4.10 Collection of Invoice Payments
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Some goods suppliers do not want to disclose their factoring
arrangement to their customers for fear that this would hurt
their reputation. In this case, the collection of payment is
still performed by them.
4.11 Credit administration
From Exhibit 4.11, most factoring companies would conduct
trade check, bank check, company search, personal
interviews and financial statement analysis to obtain the credit
information of the customers. However, most of them
substitute the customer's accounts receivable record analysis
for a personal interview in obtaining the trade debtor's credit
information.
Only a few of them employ credit agencies. The reason might
be due to the fact that credit agencies' information is
somewhat too general and a little bit costly. Moreover, the
low popularity of using the personal interview in assessment
of the trade debtors' creditworthiness might be due to high
cost and inefficiency. On the other hand f the suppliers
might not be happy about the disturbances caused to their
customers.
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No. of factoring companies
Source of









Exhibit 4.11 Credit Administration
Overall rank, Attributes of trade debtors
1 debtor's capacity to pay
2 debtor's past payment records
3 general economic condition
4 debtor's capital
Exhibit 4.12 Ranking of Credit Acceptance Criteria
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4.12 Criteria of credit acceptance
From Exhibit 4.12, it is noted that the trade debtors' capacity
to repay is the main concern of the factoring companies. No
one is willing to lend to anyone who cannot meet his
obligation from regular income. Therefore, assessment of the
trade debtors' business performance and cash flow would
definitely be helpful in assessing his ability to pay the
invoice when it becomes due.
Moreover, the debtor's past payment record is also very






The credit assessment- is a vital process to determine the
creditworthiness of a prospective customer or trade debtor.
A credit control department is established for access to
reliable sources of credit information and evaluation of
creditworthiness of a prospective customer or trade debtor
based on some pre-determined written guidelines and policies.








a) accounts receivable records
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5.2 Trade checks
A new customer or trade debtor will usually be solicited
directly or indirectly for the names of two or more of his
trade creditors or customers. Information regarding his
payment habits, transaction volume, credit standing, quality
of goods and services can be readily obtained through contact
with these trade references by telephone or questionnaire.
While this source of information has the advantages of being
cheap and quick to obtain, it should be treated with care to
extract the maximum amount of credit information.
Since the new customer or trade debtor may select those
trade references on a biased basis, he is unlikely to list
creditors. who may give adverse comments on his
creditworthiness. Moreover, the related transaction volume
and the history of trade relationship should be checked with
the trade references to ensure that the information is useful
in reflecting the true picture.
5..3 Bank checks
To supplement the credit information from trade checks, the
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financial institution would ask the customer's bankers as to
their opinion of his credit rating. Normally, a written
request would be sent to the respective bankers for this
information on the customer or debtor.
The answer to such a credit enquiry must be also treated
with caution. I n many cases, the customer may attempt to
act properly towards his bankers, even if under pressure
from his creditors. Moreover, most replies might be too
ambiguous to give any useful information.
To derive maximum value from a bank report or opinion, the
recipient must try to read between the lines. For example,
your figure is higher than usually seen but do not think he
would enter into commitments he would not fulfill, might
mean that such risks are not usually taken by other creditors
and possibly should not be taken.
5.4 Credit agency
Another source of credit information is a credit agency.
Credit reports of a customer or debtor can be purchased from
a credit bureau, which specializes in gathering business
information and credit ratings of any company.
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However, the information contained in the report depends
very much on how much data is available to the credit
bureau. In reviewing such reports, it is important to note
the date prepared.
5.5 Personal interview
Normally, the credit officer would try to obtain the following
information when a new customer or trade debtor account is
opened.
a) name of the business entity
b) form of ownership
c) address of the company
d) nature of business
e) annual turnover
f) general comment on proprietors, history and activity
5.6 Financial statements
The creditability of financial statements depends highly upon
whether they are audited by professional audit firms. In
these statements, financial highlights on the cash balances,
annual turnover, profitability and amounts of debts can be
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obtained. Any unusual pattern or ratios of unacceptable level
should be checked with the customer to get some
understanding of the reason behind the figures. This might
reveal any adversity of the financial situation of the customer
or trade debtor.
F his information is valuable as far as the figures are genuine
ind up-to-date. Moreover, the remarks of the auditor on
hese financial statements are also a good source of
nformation.
5.7 Company search
Company search is a vital process to verify whether such a
company really exists and how much of its assets are pledged
to which parties. This can be done in the Company Registrar
Office.
5.8 Accounts receivable records
If the customer is conducting continuing business with a
trade debtor, the sales ledger records will show the amount
35
of credit extended to him and his manner of payment on each
due date. These records are useful to determine whether the
trade debtors are acceptable in terms of credit risk.
If a trade debtor always defers payment, this might be a
signal of his poor liquidity position. In this case, further
investigation is needed to ensure his creditviorthiness.
5.9 Credit lines
In order to protect against bad debts, the factor will
establish a line of credit up to which the customer can sell to
his trade debtor. This line is the limit imposed on the
maximum outstanding amount at any time over a fixed period.
However, it is subject to regular review at the end of each
period.
The amount outstanding at any time that the factor would
cover would depend on the needs of the customers and the
creditworthiness of the trade debtors. Nevertheless,
sometimes a credit limit is applicable to the customers, as
well.
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5.10 Credit schedule of domestic factoring
The following table illustrates the actual practices of factoring


































6.1 Sales ledger control
The factor undertakes the sales ledger control function to
carry out the input and to update functions for the detailed
customer ledgers, so as to facilitate the credit and collection
activities.
The factor normally maintains an economy of scale, and this
allows him to use a sophisticated computerized system to
handle the input, storage and update of a substantial volume
of transaction records.
In order to assist credit decisions and collection activities,
the information in the sales ledger must be up-to-date,
accurate and readily available.
6.2 Sales ledger system
A well designed system allows the factor to reconcile the
balance on the trade debtor account into the resDective
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outstanding items. This can be done by matching and
identifying cash receipts and credits against specific invoices.
However, it is necessary for the factor to maintain a
historical record of such payments, so as to ensure that each
payment is related to specific open items.
6.3 Sales ledger control process
At first, the factor will receive the input data in the form of
a schedule of invoices from customers. Once the factor has
approved these invoices, they will be used as primary posting
data for input into the sales ledger. This information will be
transferred to the computerized storage devices.
After processing of these primary input data, individual trade
debtor accounts will be debited and the customer will be
credited in tc tal with the value of invoices received.
If it is agreec either the original invoice is to be sent to the
trade debtor are the factor, or directly from the customer, a
notation will be borne on the invoice to notify the trade
debtor that the, invoice has been purchased by the factor and
payment should, be made directly to him.
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Moreover, upon receiving payments from various trade
debtors, the factor will allocate these payments to their
respective ledger. The cash receipts record will be used as
input data to update the sales ledger. As a result, all cash
received by the factor will be debited to the cash receipts of
the customer and credited to the individual trade debtors.
The prime data is processed by the factor, and the
customer's work is restricted to the issue of invoices and
scheduling of such invoices to the factor. All other





Normally the factor's collection department is subdivided into
sections so as to allocate responsibility for the collection of
different groups of trade debtors to various collection
personnel.
The collection personnel primarily operate independently
unless certain trade debtor accounts become difficult to
collect. In this case, they will work closely with the credit
officer to settle these accounts.
7.2 Collection personnel
The collection personnel must be firm and consistent in the
implementation of collection procedures. However, they
should use the tact and flexibility in handling the collection
41
activity. Inappropriate collection action can hurt the
relationship between the customer and the trade debtor.
Therefore, apart from fulfilling the duty of invoice payments
collection, the collection personnel has to be careful in
handling this delicate process.
7.3 Method of operation
Factors normally adopt computers to make their operation
highly efficient. This advanced technology allows for the
early steps in collection to be undertaken much more
smoothly. Normally statements of account are sent out tc
trade debtors prior to due date.
Routine collection letters are sent at specified intervals.
When a debt becomes delinquent for a certain period of time,
the collection personnel will become involved in other forms of
collection activity. This may be done through various means
such as a personal letter, telephone call, or a site visit to
the trade debtor's office
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7.4 Disputes between customer and trade debtor
The collection department must monitor all trade debtor
disputes in order to ensure the correct implementation of
collection activity. It must make any necessary adjustments.
When a dispute does arise, the factor's collection department
will send a memorandum notifying the customer and giving full
details of the query. Normaily the customer is asked to
resolve the dispute within the specified period, otherwise the
account will be passed back to him.
7.5 Legal action
When a delinquent account is overdue for an unreasonably
long period of time and if all possible collection activities have
been taken, the factor would be forced to resort to legal
action. However, consultation with the customer has to be
made prior to such irrevocable action, which would definitely





8.1 The nature of factoring agreement
The principal purpose of the factoring agreement between a
supplier and a factor is to give the latter party an unfettered
ownership of the purchased debts. An assignment of a chose
in action is a legal, or statutory, assignment if it is in
writing, is absolute and does not purport to be by way of
charge, and is the whole debt and written notice is given to
the debtor. Such an assignment confers upon the assignee
the legal right to such debt, subject only to equities having
priority at the date that the debtor receives notice of
assignment. If any one of those essentials is missing, the
assignment may nevertheless be effective in equity. The
assignee should never omit to give notice to the debtor to
arise and take priority over him. The main difference
between a legal and an equitable assignment is that an
equitable assignee cannot sue on the debt in his own name,
but must join the assignor either as co-plantiff, if he
consents, or as a co-defendant, if he does not.2
2 F. J. M. Fidler, Practice and Law of Banking, Macdonald
Evans 1982,. 599
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Other factors adopt a form of agreement with less formalities.
Normally it is in a form of general agreement in which the
ownership of debts is transferred to the factor as soon as
each trade debt arises.
8.2 Fundamental clauses covered by the factoring agreement
Whichever form of agreement is used, it will be a document
that will ensure, as far as it is possible, that the debt that
the factor purchases shall be vested in him free from any
encumbrance and that the benefits of such debts may be
enjoyed without any difficulties.
The minimum agreements each document will include are:-
a) warranties by the supplier that the debts sold by hir,
are bona fide arising from his sale and delivery of goodE
free from encumbrance, set-off, dispute anc
counterclaim, and that such debts arise from contracts of
sale, the terms of which have been approved by the
factor either generally in the factoring agreement or
specifically
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b) arrangements whereby the factor may enforce payment of
such debts without further reference to the supplier,
usually by means of a power of attorney granted to the
factor by the supplier enabling the former to perfect his
legal title to the debts if this is necessary
c) a provision by which any payments received by the
supplier from debtors in respect of debts sold are held
in trust for the factor
d) the factor's- charges and method of calculating the
finance charge
the regulations for determining how any debts sold to
the factor by the supplier may rank as an approved or
unapproved debt
f) a guarantee by the supplier of due payment to the factor
of any unapproved debts that the factor may purchase
g) provisions by which, on the assignment of any debt, all
other rights of the supplier under the relevant contract
for sale are assigned to the factor- such rights will
include ownership of any returned goods
e)
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h) an understanding by the supplier to provide proof of
delivery of the goods or completion of the services which
are the subject of any debt sold to the factor. 3
8.3 The format of a typical factoring agreement




c) submission of documents
d) acceptance
e) payment to the supplier
f) initial advance
g) charge for late payment
h) contingencies reserve
i) security
j) approved credit sales and credit humits
k) risk and indemnities
l) disputes
m) refund on goods rejected or returnerd
n) reduction of debt
3 Ibid, p.600-601
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o) taxes and withholding
p) payments by customers
q) books of record
r) information on trade debtors
s) right of set-off
t) warranties and undertaking
u) commencement a'nd termination
v) waiver
w) severability
x) power of attorney
y) notices
z) law and jurisdiction
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CHAPTER NINE
PRICING SCHEDULE OF DOMESTIC FACTORING
9.1 The cost of factoring
The factoring charge is normally made up of two elements.
The first one is for the handling of commissions and charges
covering the administrative expenses and credit risks. Whilst
the second one is the financing charge on the amount of
funds advanced to the customer.
In fact, the factoring commissions and charges are negotiable
and vary with the following factors.
a) the average size of individual accounts
b) the volume of receivables sold
c) the length of terms extended
d) the financial standing of the customer
e) the financial standing of the trade debtors
f) the annual sales volume of the customers
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9.2 The pacicing schedule of domestic factoring




in advance in advance in advancepayment
prime+ W8 prime+ 3% prime+ 5%
per annum per annumInterest ra per annum
.25-.50% on
nilHandling charges invoice amt$50/invoicE
1-2% on
nil invoice am-Handlina commission nil




10.1 Factors Chain Ianernational
The origin of Chain International goes back to 1964
when Shield Ltd., UK and Svenska Finans AB,
Sweden agreed factoring co-operation to be governed
by a document ctallred the Shield Agreement.
Further discuss in the spring of 1965 led to the formation
of an associaticr which was called Factors Chain. It was
established berween the factors mentioned and A. S.
Factoring, Factoring-rahoitics Oy, Finland and
Foreneda Denmark. Hubshman Factors, a
department of National City Bank, New York became an
associated mem
In 1968, Chain hosted a factoring conference in
Baden-Baden, West Germany, which resulted in the creation
of
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"Factors Chain International as a formal organization. I t
started in November 1968 with 21 members, a formal code of
Reciprocal Factoring Customs and an elaborate constitution.
When FCI was founded, it was decided that its aims would be
as follows:-
a) to promote the growth of factoring transaction between
the trading nations of the world,
b} to develop uniform factoring techniques for these
international transactions..
c) to help in solving legal and technical problems in
interniational factoring and other problems directly
pertoining to factoring in general.
Today FC I is a worldwide association of more than 50 member
companies representing 25 countries. It is the largest of its kind,
both in terms of member companies and volume.5
I n Hong Ion(J, Sun Hung Kai Factors Limited. and Wayfoong
Finance Limited are members of FCI.
5 Factors Chain International, 1983 Year Book, p. 5
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10.2 How Factors Chain International works
The basic operations of Export Factoring can be broken down
into four main stages:
a) An exporter signs a factoring agreement with an export
factor. By virtue of this agreement, all trade
receivables are assigned to the factor. The factor in
turn is responsible to his client for all the aspects of
the factoring operation.
b) The export factor selects an import factor in the country
to which the exports are going. The receivables are
then re-assigned to that import factor.
c) The import factor has conducted credit investigations for
the local buyers of the exporter's goods, and establishes
credit lines so that the buyers can place orders for the
exporter's goods without opening letters of credit.
d} As the now authorized sales take place, the import factor
handles the collection of the receivables arising from
them. The import factor is also, of course, responsible
for remitting the funds collected in the fastest possible
6
way.
6 ibid p. 8
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10.3 Cost of international factoring service
There are two conflicting forces essential to the pricing
schedule of the international factoring service.
Two factoring offices, the import factor and the export
factor, are involved in the transaction. This inevitably
involves higher charges than domestic factoring service.
However, the export factor only provides low-cost agency
service of finding an import factor to do the collection, credit
checking and accounting tasks. Moreover, the invoice amount
of international trade tends to be higher, and this further





11.1 Major obstacles inhibiting the growth of factoring services in
Hong Kong
Firstly, small and medium businessmen treat factoring as a
last resort financing means after other bank credit facilities
are exhausted.
Secondly, many businessmen are reluctant to reveal their
customers to the third party.
Thirdly, a majority of businessmen do not recognize factoring
as a valuable service to their operations.
Fourthly, many businessmen misinterpret factoring as a
dressed-up name for bad-debt collection agency. They do
not want to ruin the well-established relationship with their
customers-
Last but not least, many businessmen do not adopt this
service lest their customers conclude the supplier is having
financial difficulties.
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11.2 Competition in the marketplace of factoring services
Factoring has to face competition from traditional trade
financial setups, which have expanded their financial horizons
to include certain aspects of factoring without sacraficing
costs. Exporters would certainly consider these facilities as
an alternative to factoring. One of the services available to
the exporter is an insurance cover provided by the Hong
Kong Export Credit Insurance Corporation (ECI C). Credit
facilities are also available from merchant banks and
deposit-taking companies, which offer a variety of services.7
11.3 Export Credit Insurance Corporation
The ECIC, a quasi-governmental organization set up in 1966,
acts as the colony's official export debit insurer but operates
on a commercial basis. The corporation provides complete
coverage for goods exported from Hong Kong, regardless of
whether these are manufactured in Hong Kong or are
re-exported.
7 Asian Sources, Factoring in Hong Kong: An under-utilized
service, November 1981, p. 266
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Obtaining an insurance policy is a fairly simple and
straight-forward process. After assessment by the
corporation's underwriters, a detailed offer is made to the
exporter, which includes the premium rates applicable to the
various lengths of credit and the different gradings of
overseas markets.
Claims are paid at 90 percent of the invoice value or the
amount of credit limit applicable to the buyer, whichever is
lower.
The advantage that Hong Kong-based exporters have in
dealing with the ECIC is that they can draw money against
the policy as most banks will accept an ECIC-approved policy
as collateral.
Depending on the customer's credit standing, he can get as
much as 95 percent upfront from a bank at bank interest
rates. These rates are about one to two percent cheaper than
factoring rates.
The ECIC offers coverage for both commercial and political
risks. Factoring companies tend to stay away from the
latter.8
8 ibid 'p. 268
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11.4 Merchant banks and deposit-taking companies
These financial institutions may provide a full range of export
credit facilities that includes safeguarding the client's foreign
exchange earnings from currency fluctuation.
Some of them even maintain an extensive overseas network of
international correspondents to facilitate trading with most





Factoring provides valuable services at a reasonable price to
small or medium trading companies, which would otherwise
incur substantial fixed overhead. Thus, the factoring
companies should target their marketing effort towards this
spectrum of vendors on various trading activities.
12.2 Personal selling strategy
The business development officers should be able to suggest
to the client alternative methods to increase sales, improvE
production efficiency, and institute financial control and
planning. Many clients would find it of value to discuss their
general plans and problems with the business development
officers who are knowledgeable in the problems faced by their
particular industry. This would definitely assist them in
decidinq upon and takinq any appropriate steps.
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12.3 Product strategy
Many factors have very close relationship with banks. This
facilitates the meeting to be arranged between the client and
the bank for negotiating financing facilities other than
factoring. The client may be considering soliciting a loan or
a public quotation, or selling part of the equity.
Moreover, the factor is able to recommend a client on the
basis of past dealings, and should be well informed as to the
character and capability of management besides the
profitability, efficiency and prospects of the enterprise.
The more value is added to assist the client's business, the
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Would you please, do me a favor?
We are conducting a survey about the factoring industry in
Hong Kong. The purpose of this research project is to find out the
general market situation of factoring, the practice of a typical
factor and possible areas for improvement in the industry. Your
response will be valuable in helping to provide a better understanding
of this industry and its contribution to the economy of Hong Kong.
It will take only a short time to answer the questions in the
enclosed questionnaire and to return it in the pre-paid reply envelope
of course, your answers arc completely private and will be used only
in combination with others to develop a composite picture. Since
our bank has been scientifically selected for inclusion in our sample
your complete responses are important to the accuracy and the success
of this study.
If you wish to receive a statistical sumnary of the results,
just fill in the question (16) at the end of the questionnaire.
Please return the completed questionnaire at your earliest





香 港 中 文 大 學






The purpose of this questionnaire is to rind out some general information
about the factoring industry in Hong Kong. All the information obtained
will be kept confidential and will be destroyed upon completion of the
survey.
Notes: In this questionnaire,
a. factoring is defined as the selling of trade debts on a continuing
basis by a seller of goods or service to a financial institution
(factor) on a with recourse or without recourse basis.
b. the customer refer to the seller of goods, who factors his accounts
receivable with the financial institution.
c. the debtor refer to recipient of goods from the customer, who
becomes the debtor of the factor as a consequence of the purchase
of the trade debt.
1. Does your company provide factoring service in Hong Kong?
Yes No
If the answer is 'Yes'. please go to question 4.
2. Please rank the following reasons for not offering factoring service
in Hong Kong. ("1" being the most important 7 being the least
important.)
(a) It is less profitable than other short-term finance business.
(b) It involves a lot of credit risk.
(c) It incurs too much administration efforts and clerical costs.
(d) It is less marketable than other short-term finance business.
(e) It is not a stable revenue generator.
(f) It has little scale of economy.
(g) The factoring transaction volume in Hong Kong is too small.
(h) Others. (please specify).................................
3. Does your company intend to provide factoring service in the near
future?
Yes Nc
(End for non-factoring companies)
4. That type of trading does your company finance and on what basis?
(You may choose more than one.)
local sales with recourse
local sales without recourse
export sales with recourse
export sales without recourse
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5. How long has your company been engaged in factoring?




More than 6 years
6. If your company offers factoring with recourse and without recourse,
what is their approximate percentage in term of volume?
With recourse Without recourse
7. Please rank the following elements in deter-mining your credit policy
towards the debtors. (1 being the most important 4 being the
least important.)
(a) the debtor's past repaying record
(b) the debtor's capacity to repay
(c) the debtor's capital
(d) the general economic condition
8. How does your company obtain the information about your customers?
ka) trade checking
(b) bank checking




9. Hoc does your company obtain credit information your debtors?
(a) trade checking
(b) bank checking




(g) your customer's account receivable records
10. How does your company collect the debts?
independently
with close co-operation from the customer









12. How does your company promote your factoring service?
(you may tick more than one)
brochures
advertisements in newspapers
advertisements in trade journals magazines
posters and sales letters
sales calls by account executives





14. What is the average invoice amount received by your company?






15. What was your company's factoring transaction volume last year?(in terms of HK$)
less than 10 million
10 million- 50 million
50 million- 100 million
More than 100 million
16. If your company wish to have a free copy of the statistical summary of





Please go back through the entire questionnaire and make sure that you have
marked a response for each question. After making sure each item is complete,




The Practices of Factoring in Hong Kong
Froposed Guideline for Interview
I. Marketing
1. What is the estimated annual total turnover of factoring
services in Hong Kong?
2. How does your company segment the market for marketing of
factoring services?
3. What is the market response of factoring services at the
present moment?
4. What will be the market trend?
5. What is the est mated market share of your company in the
marketplace?
6. Who are the existing and potential customers of factoring
services?
7. How does your company get access to the customers?
8. Do most of the existing customers of factoring services also
buy other services provided by your company?
9. Is there any seasonal fluctuation in the factoring business?
10. Who are the keen competitors of the company?
11. Do these competitors provide similar factoring services?
12. What are the key elements to servive in the marketplace?
13. Is the market highly competitive?
14. Do all offices of your company offer factoring services?
1S. Are there any special sales team in your company solely
responsible for the selling of factoring services?
16. What media have been used in the promotion of factoring services?
17. Which media have shown high degree of effectiveness?
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18. What other promotional tools have been used?
19. Is factoring normally priced higher than other loans?
20. 1h at is the rationale behind the current pricing of the
factoring services in your company?
II. Operation
1. Does your company give advances to the customers for the
accounts receivable factored?
2. Does your company provide non-recourse factoring services?
3. How does your company assess the creditability of prospective
customers or debtors?
4. Does your company impose a credit limit on each customer or
debtor? If so, on what basis?
S. How does your company deal with delinquent accounts?
6. What are the remedies taken by your company in case of-default?
7. How does your company bill the debtors?
8. How does your company record the payment of each debtors and
inform the corresponding customers?
9. Is economy of scale applicable in processing of billing,
accounting and collection of outstanding accounts?
10. Does your company use computers in these processes?
11. Does the collection process of factoring differ from other loans?
How?
12. How much is the annual volume of factoring services in your
company?
13. How much is the annual revenue of factoring services in your
company?
14. What is the proportion of the annual revenue of factoring
services to the annual total revenue of your company?
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1S. What is the proportion of the annual profits of factoring
services to the annual total profits of your company?
III. Others
1. What are the obstacles in the operation of factoring business
in Hong Kong?
2. Is short-term loan or overdraft a good substitute of factoring
services in the marketplace?
3. What are the major differences in the operation of domestic
factoring and export factoring?
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Appendix IV
The statistical summary of the survey result
Control number
FACTORING SURVEY QUESTIONNAIRE
The purpose of this questionnaire is to .rind out some general information
about the factoring industry in Hong Kong. All the information obtained
will be kept confidential and will be destroyed upon completion of the
survey.
Notes: In this questionnaire,
a. factoring is defined as the selling of trade debts on a continuing
basis by a seller of goods or service to a financial institution
(factor) on a with recourse or without recourse basis.
b. the customer refer to the seller of goods, who factors his accounts
receivable with the financial institution.
c. the debtor refer to recipient of goods from the customer, who
becomes the debtor of the factor as a consequence of the purchase
of the trade debt.
1. Does your company provide factoring service in Kong ong:
NoYes
If the answer is 'Yes'. please go to question 4.
2. Please rank the following reasons for not offering factoring service
in Hong Kong. (1 being the most important 7 being the least
N (overall ranking
(a) It is less profitable than other short-term finance business.
(b) It involves a lot of credit risk.
(c) It incurs too much administration efforts and clerical costs.
(d) It is less marketable than other short-term finance business.
(e) It is not a stable revenue generator.
(f) It has little scale of economy.
(g) The factoring transaction volume in Hong Kong is too small.
(h) Others. (please specify)
3. Does your company intena to proviae factoring service in the near
future?
NaYep
(End for non-factoring companies)
4. What type of trading does your company finance and on what basis?
(You may choose more than one.)
local sales with recourse
local sales without recourse
export sales with recourse
















S. How long has your company been engaged in factoring?




More than 6 years
6. If your company offers factoring with recourse and without recourse,
what is their approximate percentage in term of volume?
with recourse Without recourse
7. Please rank the following elements in determining your credit policy
towards the debtors. (1 being the most important 4 being the
least important.) (overall ranking
(a) the debtor's past repaying record
(b) the debtor's capacity to repay
(c) the debtor's capital
(d) the general economic condition
8. How does your company obtain the information about your customers?
(a) trade checking
(b) bank checking




9. How does your company obtain credit information about your debtors?
(a) trade checking
(b) bank checking




(g) your customer's account receivable records
10. How does your company collect the debts?
independently
with close co-operation from the customer










12. How does your company promote your factoring service?
(you may tick more than one)
brochures
advertisements in newspapers
advertisements in trade journals magazines
posters and sales letters
sales calls by account executives





14. What is the average invoice amount received by your company?







15. What was your company's factoring transaction volume last year?
(in terms of HK$)
less than 10 million
10 million- 50 million
50 million- 100 million
More than 100 million
Not available
lb. it your company wish to have a free copy of the statistical summary of





Please go back through the entire questionnaire and make sure that you have
marked a response for each question. After making sure each item is complete,
please mail the questi.onnaire by the stamped reply envelope provided.
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Appendix V
Factoring turnover 1982, by country
Factoring Turnover L982. by Country (USS Millions)
o. of Commminies* Domestic International Total
EUROPE
4 Austria 85 741656
Belgium5 405 130 535
4 Denmark 93210 303
8 Finland 1738 97 1835
7 France 1082967 3075
8 Germany 2691 394 3085
2 Ireland 40 10 50
1 Israel 6 6
31 Italy 3104 143 3247
2 Luxemburg 33 2 35
6 Netherlands 1320 250 1570
14 Norway 1619 95 1714
2 Portugal 15 5 20
4 Spain 102 28 130
9 4502Sweden 4841339
2 90 45Switzerland 135
t lnite-ri Kinorinm20 3494 375 3869
129 22986 2205 2519!
AMERICAS
4 1500 90 1590Canada
31 29100U.S.A. 900 30000
2 Mexico 100 10 110
2 Colombia 50 50
2 Ecuador 2020
1 Brazi I
d., 30770 1000 31770
AFRICA
8 South Africa 873 6 87
8 873 6 879
ASIA
4 Hong Kong 8 10 18
Japan12 2151 21 2172
1 Malaysia 6 2 8
1 Philippines 2 I 3
8 126Singapore 14014
1 5South Korea 2 7
27 2298 234850
AUSTRALASIA
4 Australia 698 16 714
1 New Zealand 60 6 66
5 758 22 780
Total world factoring volumes:




The promotional brochure'of Sun Hung Kai Factors Ltd.
出 口 發 票 貼 現
為 你 提 供 專 業 工 商 貿 易 信 貸
財 務 及 管 理 服 務
F C I
我 們 聯 會 的 會 員 遍 佈 世 界 各 地 ， 專 業 工 商 貿 易
信 貸 財 務 及 管 理 服 務 ， 我 們 提 供 此 項 服 務 的 目 標
是 要 令 我 們 的 客 戶 更 容 易 地 拓 展 海 外 市 場 。
會 員 分 佈 國 家 包 括 ： 一
江 奧 日 本
奧 地 利 盧 森 堡
比 利 時 荷 蘭
加 拿 大 那 威
丹 麥 南 非
芬 蘭 新 加 坡
法 國 西 班 牙
德 國 瑞 典
香 港 瑞 士
伊 朗 英 國
以 色 列 美 國
意 大 利
新 鴻 基 貼 現 有 限 公 司
香港海富中心三樓
:5-8225585 76395 SHKSC HX
國 際 貼 現 聯 會 會 員
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難題（一） 難題（二）
信 用 難 題推 銷 難 題
海 外 客 戶 不 願 意 以 信 用 狀 或 其 他 可 靠 辦 法 支 付 貨 對 海 外 客 戶 信 用 有 懷 疑 時 ， 你 是 否 因 胃 不 必 要 風
款 ， 你 是 否 因 放 棄 此 等 客 戶 而 感 到 可 惜 ？ 險 而 招 致 損 失
解決辦法（一〕 解決辦法（二）
增 加 出 口 減 免 壞 賬
用 新 鴻 基 出 口 發 票 貼 現 服 務 用 新 鴻 基 出 口 發 票 貼 現 服 務
你 可 以 在 貿 易 商 議 時 向 海 外 客 戶 提 供 簡 便 掛 賬 支 我 們 會 為 你 快 捷 準 確 地 提 供 海 外 客 戶 信 用 資 枓 ：
付 貨 款 辦 法 。 在 付 貨 後 ， 你 祗 需 簽 妥 發 票 ， 交 予 我 們 在 你 與 海 外 客 戶 達 成 貿 易 協 議 復 ， 我 們 更 可 以 為
― 一 以 後 一 切 有 關 貨 款 事 宜 交 由 我 們 代 為 處 理 。 你 安 排 一 固 定 信 用 額 予 個 別 海 外 客 戶 倘 若 的
我 們 的 海 外 會 員 會 代 你 收 取 貨 款 ， 再 經 我 們 轉 交 客 戶 因 財 政 困 難 不 能 如 期 付 款 時 ， 你 仍 能 獲 取 全
予你。 數 貨 款 而 無 須 承 袒 任 何 信 用 風 險 。
掛 賬銷 售， 手讀 簡便 ，拓展 市場 ，收 效宏 大。 信用擔保 ，壞賬減低 ，貨物出 口，安枕 無憂。
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難題（三） 難題（四）
資 金 難 題 賬 務 難 題
你 的 客 戶 若 要 求 六 十 或 九 十 天 後 結 賬 ， 你 的 流 動 你 是 否 會 為 處 理 海 外 信 貸 賬 戶 太 花 人 手 及 時 間 而
資 金 是 否 會 因 此 而 短 缺 ？ 感 到 困 擾 ？
解決辦法（三） 解決辦法（四）
現 金 週 轉 代 管 賬 戶
用 新 鴻 基 出 口 發 票 貼 現 服 務 用 新 鴻 基 出 口 發 票 貼 現 服 務
你 可 以 在 發 票 交 予 我 們 後 ， 立 刻 以 現 金 形 式 支 取 我 們 會 為 你 提 供 專 業 信 貸 賬 戶 管 理 服 務 ， 而 你 會
大 部 份 貨 款 。 待 海 外 會 員 替 我 們 收 許 全 部 貨 款 後 收 到 我 們 定 期 寄 予 你 的 信 貸 賬 戶 結 單 而 知 悉 個 別
我 們 會 立 刻 把 餘 款 歸 還 予 你 。 客 戶 的 來 往 賬 項 及 結 算 ， 我 們 的 專 業 人 員 更 可 以
財 務預算 ，靈 活流暢 ，現金 週轉， 費用廉 宜。 助 你 解 決 有 關 出 口 之 疑 難 。


































































出 口 發 票 貼 現 服 務 手 續 簡 介
你 可 先 將 海 外 客 戶 名 單 提 供 予 我 們 以 使 我 們
能 為 你 安 排 信 用 額 予 個 別 客 戶 。
我 們 會 與 當 地 會 員 連 絡 ， 查 詢 有 關 信 用 資 料 。
在 當 地 會 員 批 准 信 用 額 後 ， 你 便 可 立 刻 付 貨
然 後 把 發 票 交 予 我 們 。
我 們 會 把 發 票 轉 交 當 地 會 員 ， 由 他 們 代 為 收
取 貨 款 ， 整 個 交 易 以 掛 賬 形 式 進 行 ， 十 分 方 便 。
若 有 問 題 產 生 時 ， 當 地 會 員 會 直 接 與 你 的 買
家 交 涉 。
若 你 的 客 戶 在 財 政 上 產 生 困 難 而 不 能 如 期 付
款 ， 我 們 保 證 可 以 全 數 清 還 貨 款 予 你 。
你 會 按 時 收 到 我 們 寄 出 的 信 貸 賬 戶 結 單 裡 面
包 括 所 有 關 於 應 收 賬 項 ， 付 款 ， 收 費 ， 折 扣 等
資料。
其 他 有 關 問 題 ， 歡 迎 你 直 接 向 我 們 查 詢 。
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Appendix VII
The promotional brochure of Heller Factoring (H.K.) Ltd
HELLER
伶 萊 工 商 貼 現 （ 香 港 ） 有 限 公 司 HnanciLil
Heller Factoring (H.K.) Limited Services
4204 Sun Hung Kji Centre, For Business
30 Harbour Rood, N.K. Tel: 5755182
WorldwideTnlix:74142HLRFCHX
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The Heller Organization 美 國 希 萊 工 商 貼 現 集 團
美 國 希 萊 工 商 貼 現 團 有 六 十 多 萍 的 悠 久 歷 史 · 信 貨 昭The Heller Organisation has built up a solid reputation in
著， 往 全 世 界 二 十 四個 國 家 股 有 分 公 司及 聯 號 以 豐 □the 64 years since its inception. With its extensive
的 經 驗 及 國 際 性 的 信 負 責 料 ， 提 供 最 現 代 化 及 完 藝 的experience and international resources, Heller nowprovides
modern, comprehensivefactoring services worldwide 工簡 負 款服 務 。
throughits offices, branchesand affiliated companiesspread
一 九 八 一 革 末 之 總 資 產 ： 六 十 二 億 五 干 六 百 萬 美 元 。across 24 countries. Total assets amountto US $6.25
billion.
Sweden 瑞典 PhiladelphiaNorway 挪威Holland 荷蘭Australia 澳洲 Canada 加拿大 Bergen Stockholm AtlantaMontreal UtrechtSydney Philippines 菲律賓 MiamiSouth AfricaToronto Hong KongMelbourne Manila Johannesburg NewOrleansVancouver Hong KongBrisbane Portugal DallasU.K. 英國Denmark 丹麥 Italy 意大利Adelaide Lisbon London CharlotteAustria 奧地利 Copenhagen Milan Puerto Rico 波多●● LosAngelesU.S.A.Jamaica 牙買加Finland 芬蘭Salzburg Santurce SanFrancisccChicagoKingstonHelsinkiBelguim 比利時 PortlandSingapore 新加坡 NewYorkFrance 法國 Malaysia 馬來西亞Brussels Singapore PhoenixBostonParis Kuala Lumpur Spain BaltimoreMexico 墨西哥Germany BarcelonaMexicoCityMainz
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Accounts Receivable Financing 應 收 賬 項 貸 款
Whenyour companymakesa credit sale, an account W
receivable is created. If the credit termsare long or your
賬 立 即 化 為 現 金customeris a slow payer, it mayput a strain on your cash
flow. But with HELLER's ACCOUNTSRECEIVABLE
． 發 票 貼 現FINANCING, you are offered an IMMEDIATE CASH
ADVANCE(usually 70%- 80%) upon assigning that 作 為 希 萊 之 客 戶 ， 貴 公 司 將 擁 有 一 個 信 貸 限 額 ， 閣 下
receivable to H E LLE R. The remaining 20%- 30%is held 只 需 將 顧 客 之 發 票 及 送 貨 單 交 給 希 萊 審 閱 証 明 無 娛 ，
as a reserve and will be refunded to you whenyour 即 可 攫 得 高 達 百 份 之 八 十 之 現 金 負 款 。 希 萊 負 貴 收 取
customerpays. Interest is charged only on the amount
到 期 款 項 ， 餘 數 在 扣 除 利 息 後 即 盡 數 奉 還
advanced.
·期票貼現Under our ACCOUNTS RECEIVABLE FINANCING
PROGRAMME,we offer two different types of 本 公 司 為 針 對 本 港 工 商 界 慣 於 使 用 期 票 交 易 ， 特 說 是
facilities to local trades: 項 服 務 ， 手 縱 與 發 票 姑 現 相 同 。
INVOICE DISCOUNTING 閣 下 只 要 將 期 票 連 同 發 票 及 送 負 單 交 給 希 萊 審 閱 ， 証
As a client of Heller, each time you makea credit sale, you 明 無 誤 ， 即 可 獲 得 高 達 百 份 之 八 十 之 票 面 貼 現 。 如 欲can yet immediate cash advanceof up to 80%on invoice
擭 得 百 份 之 百 的 貼 現 ， 則 需 預 先 提 供 相 等 放 信 用 額 百amountby assigning the receivable to Heller with a copy of
份 之 二 十 以 上 之 實 物 抵 押 。 期 票 姑 現 利 息 通 常 低 股 發the invoice and proof of delivery of goodssold. When
paymentsare received from your customers, Heller will 票 貼 現 利 息 。
refund the balance less interest and any other charges.
POST-DATED CHEQUE DISCOUNTING
In HongKong, it is commonamongmost trades to accept
post-datedchequeson credit sales. As a client of Heller,
you can receive an immediate cash advanceof up to 80%of
the post-dated value. Simply endorse your post-dated
cheque to us and submit accompanyinginvoices and proof
of delivery. Again a refund of balance will be madeupon
maturity. However,if you wish to receive advanceson full
value of the post-dated cheques, you maydo so by pledging
to HELLERinitially a security deposit of 20%or moreof
the credit line we have granted. ThenHeller will advance
100%of the post-dated chequesvalue less interest and
charges. The interest rate applied to post-dated cheque
discounting is generally lower than invoice discounting.
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出 口 保 險 貝 占 現Export Factoring
There must be times whenyour overseas customers request 海外買家如要求以承兌交單 O/A) 付款交單 (D
you, the exporter, to extend credit terms, (D/P or D/A) /P
instead of establishing an L/C. Youwant to entertain their 影響貴公司的責金週轉。
requests but you maynot wish to assumeany credit risk
and Your cash flow maybe too tight to allow such an 希 萊 出 口 保 險 貼 現 計 劃 可 為 閣 下 承 但 客 戶 之 信 贷 風 瞼
arrangement. 。 並 提 供 現 金 以 臨 助 貴 公 司 負 金 靈 活 運 用 。
Under HELLER's EXPORT FACTORING PROGRAMME,
you are protected from your customers' CREDITfailure. 當 貢 物 付 運 後 ， 只 需 呈 交 運 貢 單 據 。 希 萊 即 可 先 付 萬
Our programmeenables you to sell around the world on 至 百 分 之 九 十 五 之 現 金 ， 餘 額 則 待 期 滿 後 ， 扣 除 手 □
open terms without credit risk. Onceyou sign up with 贊 及 利 息 盡 數 奉 還 。
HELLER as an EXPORT FACTORING client, HELLER
will ask its overseasaffiliate to furnish a line of credit on
your customer. Whenthis is done, you maybegin shipping
to your customer and Heller will makeadvances up to 95%
on invoice value to you whenpresented with the relevant
invoices and evidence of shipping. Fromthis point on, your
worries about credit and collection are undertaken by
Heller's overseasaffiliate. Whencollections are made
uponmaturity by Heller's overseasaffiliate, the funds
are wire-transferred to Heller HongKongoffice and we
will refund the balanceless all chargesto you.
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How To Apgly For Heller Financial Services 申 請 辦 法
After reading this brochure, if you are interested in any of 5-755182
our services, please call 5-755182 for an application form.
講 表 收 到 之 後 ， 希 桑 公 司 的 營 業 主 任 便 曾 與 閣 下 約 見Uponreceipt of your application, our marketing officers ， 以 便 更 詳 細 繚 解 貴 公 司 的 需 要 。 約 見 時 謂 呈 交 費 公
will be glad to meetwith you to discuss your specific needs.
司 的 財 政 報 告 ， 銀 行 月 結 單 及 客 戶 名 單 以 貴 審 核 ， 如9ecent financial statements, bankstatementsand a list of
your customerswill have to be supplied to us for credit 果 申 請 核 准 ， 在 簽 妥 貼 現 妥 以 合 約 之 後 ， 立 即 成 為 本
analysis. After reviewing the above, if your application 公 司 容 戶 。
is approved, a factoring agreementwould be signed by your
companyand HELLERin our solicitor's office. From then
on, you are a valued client of HELLERFACTORING
(HONG KONG) LIMITED.
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APPENDIX VIII A Typical factoring agreement
ABC FINANCE (H.K.) LTD.
OMMERCIAL FACTORING AGREEMENT
DATE AND PARTIES
THIS AGREEMENT is made this day of ,19 BETWEEN:-
of
Hong Kong ("the Vendor"); and
(2) ABC FINANCE (H.K.) LTD.
RECITALS
WHEREAS the Vendor, in the course of its business, has transacted and will be
transacting Credit Sales (as hereinafter defined) and has requested ABC to
purchase from the Vendor the Debts (as hereinafter defined) arising from such
Credit Sales which ABC has agreed to do upon and subject to the terms and
conditions herein contained,
NOW IT IS MUTUALLY AGREED as follows:-
I. OFFER
1.01 The Vendor shall offer to sell and assign to ABC each Debt arising
from a Credit Sale entered into after the date of this Agreement and may,
with the approval of ABC,offer to sell and assign to ABC Debts arising from
Credit Sales entered into prior to the date of this Agreement, which shall
include, in each case, all common law and equitable rights reserved by or to
the Vendor or otherwise arising out of or in connection with the subject
matter of such Credit Sale.
1.02 The Vendor shall make such offer, within a reasonable time in the
case of a Credit Sale entered into after the date of this Agreement, and, in
the case of a Credit Sale entered into prior to the date of this Agreement,
within thirty (30) days of the date of this Agreement, accompanied, in each
case, by the following documents:-
(a) a schedule in duplicate of the Debts, in the form prescribed from
time to time by ABC
(b) a signed copy of the invoice(s) to the Customer or other instrument(s)
acceptable to ABC under the relevant Credit Sale, together with the
relevant delivery order each such invoice or instrument shall (unless
ABC shall waive such requirement in writing generally or in any
particular instance) bear a notice to the Customer in a form approved
by ABC directing that the proceeds thereof shall be paid direct to ABC
and stating that such payment, when made in full by the Customer,
shall constitute a valid discharge of such Customer's obligations to
make payment to the Vendor each such invoice or instrument shall show
the name and address of the Customer in full, the amount of the Debt,
a description of the subject matter of the relevant Credit Sale, the
date of such invoice or instrument and the terms and conditions of the
Credit Sale and for payment thereunder
(c) all other certificates and documents required by the terms of the
relevant Credit Sale and by any applicable law relating to such Credit
Sale;and
(d) such other documents relating to the Credit Sale as ABC may request.
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2. ACCEPTANCE
2.01 ABC shall, at its sole and absolute discretion, either accept or
reject each offer made under Clause 1 after making such enquiries as it
thinks fit. Acceptance shall be communicated by ABC (verbally or otherwise)
to the Vendor or any of its duly authorised officers or servants. If ABC
shall reject an offer (in which event ABC shall not be under any duty to
give any reason for so doing), ABC will return to the Vendor the documents
submitted by the Vendor and shall communicate its rejection (verbally or
otherwise) to the Vendor.
2.02 Upon its acceptance of an offer, ABC shall become entitled to all of
the Vendor's right, title and interest (whether past, present or future) in
and to the Debt together with all common law and equitable rights reserved
by or to the Vendor or otherwise arising out of or in connection with the
subject matter of such Credit Sale but without any assumption by ABC of any
of the Vendor's obligations in relation to such Credit Sale.
3. PAYMENT TO THE VENDOR
3.01 The purchase price of each Debt shall be the Net Invoice Amount.
3.02 The purchase price of each Debt or, in the event of ABC having made
an Initial Advance, the balance of the purchase price of such Debt shall be
paid (subject to the rights of ABC to retain therefrom any sums then owing
by the Vendor to ABC hereunder) to the Vendor by cheque or credit to an
account of the Vendor with ABC or in such other manner requested by the
Vendor as ABC may approve after (i) payment of such Debt to ABC by the
Customer and (ii) receipt by ABC of a verbal request from the Vendor for
such payment,,
4. INITIAL ADVANCE
4.01 If so requested by the Vendor, ABC may, at its sole and absolute
discretion, make an Initial Advance in respect of a Credit Sale.
4.02 The Initial Advance Charge shall be calculated on a daily basis from
the date on which the Initial Advance is made up to the date of payment of
the Debt in question to ABC by the Customer.
5. CONTINGENCIES RESERVE
5.01 ABC shall maintain the Contingencies Reserve at such level as ABC
may, at its sole and absolute discretion, consider appropriate but, in any
event,at not less than per cent(%) of the purchase
price of the Debts.
5.02 Payment from the Contingencies Reserve shall be at the sole and
absolute discretion of ABC so long as the Vendor shall be under any actual or
contingent liability to ABC hereunder or on any other account and in any
capacity whatsoever and ABC shall be entitled to continue to retain the
moneys in the Contingencies Reserve notwithstanding any liquidation, receiver-
ship, bankruptcy or similar proceedings affecting the Vendor.
6. APPROVED CREDIT SALES AND CREDIT LIMITS
6.01 The Vendor may submit to ABC for assessment, at any time and from
time to time, the full name and address of a Customer and all such informa-
tion concerning such Customer and its business with the Vendor as ABC may
request, whereupon ABC will assess the creditworthiness of the Customer and
the risks (if any) in relation to the busienss transactions between the
Vendor and such Customer and, for such purpose, ABC may make such enquiries
it deems fit.
6.02 ABC will determine, at its sole and absolute discretion (and will
notify the Vendor accordingly), whether or not such Customer is approved and,
if approved, the applicable Credit Limit and other terms (if any) imposed by
ABC in respect of Credit Sales to such Customer whereupon all Credit Sales
by the Vendor to such Customer within the Credit Limit and in complicance
with such other terms (if any) imposed by ABC will be Approved Credit Sales.
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6.03 ABC shall also be entitled, at its sole and absolute discretion (and
will notify the Vendor accordingly), to establish a Credit Limit for any
transaction(s) with the Vendor generally or in any particular instance.
6.04 ABC may, at any time and from time to time, at its sole and absolute
discretion and without being under any duty to give any reason for so doing,
extinguish, reduce or increase any Credit Limit or vary the terms (if any)
imposed in respect of Approved Credit Sales or impose new or additional
terms or withdraw the credit approval entirely.
7. DISPUTES
7.01 Each of the parties hereto shall notify the other promptly of any
dispute of which it becomes aware in respect of a Credit Sale and no such
dispute shall be settled, adjusted or compromised except upon terms and in
a manner expressly approved by ABC.
7.02 The Vendor hereby grants to ABC irrevocable authority and discretion
to settle, adjust and compromise any claims by or against the Vendor or the
Customer arising out of Debts purchased hereunder and the face value of any
such adjustments shall be immediately payable by the Vendor to ABC.
7.03 Any charges and expenses incurred by ABC in attempting to collect
monies under Credit Sales on which there exists a dispute between the Vendor
and the customer shall be borne by the Vendor and reimbursed to ABC on
demand.
8. REFUND ON GOODS REJECTED OR RETURNED
8.01 If the subject matter of any Credit Sale is rejected or returned,
for any reason whatsoever, by the Customer, the Vendor will repay to ABC
immediately any sums paid by ABC in respect of such Credit Sale and ABC shall
be under no obligation to make any further payments to the Vendor in respect
of such Credit Sale.
8.02 The Vendor shall hold all such rejected or returned subject matter on
trust for ABC (set aside and clearly identified as the property of ABC) from
the moment of rejection or return until such time as the Vendor shall have
repaid in full all sums paid by ABC in respect of the relevant Debt and all
other charges incurred by ABC in respect thereof.
9. REDUCTION OF DEBT
If the sum payable by a Customer in respect of a Credit Sale is
reduced, for any reason, after acceptance by ABC of the relevant Debt, the
purchase price to be paid by ABC for such Debt will be reduced correspondingly
and the Vendor will immediately repay to ABC the amount of any such reduction
from the amount of all sums paid by ABC to the Vendor.
10. PAYMENTS BY CUSTOMERS
10.01 Any statement signed as correct by ABC shall be conclusive evidence
against the Vendor of the matters referred to herein and contemplated hereby
and of the indebtedness of the Vendor to ABC.
10.02 Payments made by a Customer shall be deemed, between the Vendor and
ABC, to be in settlement of outstanding Debts in respect of Approved Credit
Sales before any Debts in respect-of Unapproved Credit Sales notwithstanding
the fact that, at the time of payment, the Customer may appropriate the same
to a particular Debt.
10.03 The Vendor shall not accept payment of any Debt purchased by ABC
hereunder and any moneys, cheques, bills of exchange, remittances or other
payments or documentary evidence of payment relating to any Debt purchased
hereunder which are received by the Vendor shall be the absolute property of
ABC and shall be delivered, transferred or given to ABC by the Vendor
immediately upon receipt by the'Vendor and, so long as the same remains in
the possession of the Vendor, shall be held on trust for ABC.
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10.04 If the moneys, cheques, bills of exchanges, remittances or other
payments or documentary evidence of payment relate both to Debts purchased
hereunder and other debts, the full amount thereof received by the Vendor,
without any deduction, will be delivered, transferred or given to ABC who
will be responsible to account therefor to the Vendor under the terms hereof.
10.05 Where any moneys, cheques, bills of exchange, remittances or other
payments or documentary evidence of payment are received by ABC either in
excess of the amount of the Debt purchased hereunder or in respect of a Debt
rejected by ABC, the same shall be accepted by ABC in full and ABC will be
responsible to account therefor to the Vendor under the terms hereof.
11. BOOKS OF RECORD
11.01 The Vendor will keep true and accurate books of record, at all times,
and allow any member of the staff of ABC or its accountants or agents, at all
reasonable times, to inspect and take extracts from its books, accounts and
financial statements.
11.02 ABC shall be entitled to make such enquiries and to receive such
information as it deems necessary or desirable from the Vendor, its manage-
ment, servants, agents, accountants, auditors and customers.
11.03 The Vendor will furnish ABC with its audited annual financial state-
ments promptly after the Vendor's financial year-end and with its latest
unaudited financial statements promptly upon request by ABC.
12. INFORMATION ON CUSTOMERS
12.01 ABC shall be entitled to such information with regard to any Customer
as ABC may consider necessary or desirable and such information will be supplied
by the Vendor promptly upon request.
12.02 The Vendor shall also give to ABC, at the earliest possible opportunity,
any information or opinions which it may have, at any time, about the credit-
worthiness of any of its Customers.
13. WARRANTIES AND UNDERTAKINGS
The Vendor warrants and undertakes:-
(a) that, except as already disclosed to ABC in writing, the Vendor has no
fixed or floating charges outstanding on any part of its assets or
undertaking and further undertakes to inform ABC in writing before
creating any such charge
(b) that, during the continuance of this Agreement, the Vendor will not,
without the prior consent in writing of ABC, assign, charge or
otherwise dispose of any Debts other than to ABC nor enter into any
agreement or arrangement to do so
(c) that all Debts which the Vendor offers to ABC under this Agreement
shall be enforceable and undisputed and that the Debts are the
unencumbered property of the Vendor with which the Vendor is free to
deal, free from any lien or charge
(d) that all Debts which ABC purchases hereunder will be kept free from
any set-offs or counter-claims as between the Vendor and Customers
(e) to comply with all terms and obligations of the Vendor under any
contracts relating to Credit Sales and
(f) that all legal, stamp fees and other costs, charges and expenses
incurred by ABC in obtaining the release of any Debts from charges,
lien or other encumbrances or in the enforcement of the rights of
ABC in relation to such Debts or under this Agreement shall be paid
by the Vendor.
14. COMMENCEMENT AND TERMINATION
14.01 This Agreement shall come into force on the date hereof and (subject
to Clause 14.02) shall continue in force until either of the parties hereto
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shall give to the other not less than one (1) month's prior notice in
writing of termination.
14.02 If the Vendor shall fail to observe or perform any of its obligations
under this Agreement or if the Vendor or any guarantor of the obligations of
the Vendor hereunder shall commit an act of bankruptcy or shall become
subject to a receiving order or shall make any arrangement with or assignment
for the benefit of creditors or if a distress or execution shall. be levied or
threatened upon any of their property or any judgment against any of them
shall remain unsatisfied for more than fourteen (14) days or if any of them
shall go into liquidation or is adjudicated or found bankrupt or insolvent or
has a receiver appointed in respect of or.disposes of a substantial part of
their business or assets, or if ABC shall on any other reasonable ground
consider itself insecure, or if ABC shall have terminated any other agreement
between ABC and the Vendor, then ABC may be notice in writing to the Vendor
terminate this Agreement with effect from the date specified in such notice.
14.03 The termination of this Agreement shall be without prejudice to any
existing liability of the Vendor to ABC and shall not affect any rights or
obligations of the parties hereto in relation to any Debt purchased prior to
such termination and the provisions of this Agreement shall continue in full
force and effect with regard thereto.
14.04 Upon the termination of this Agreement, for any reason, the Vendor
shall pay to ABC on demand, the full amount of all sums paid by ABC to the
Vendor hereunder in respect of the purchase of Debts which remain outstanding
on such termination together with interest and any other moneys then owing by
the Vendor to ABC hereunder, and, upon such payment by the Vendor, the Vendor
shall be entitled to require the reassignment to it of Debts in respect of
which the vendor has made payment in ful to ABC.
15. POWER OF ATTORNEY
15.01 The Vendor hereby irrevocably appoints ABC as its attorney, in the
name and on behalf of the Vendor, both during and after the termination of
this Agreement in Hong Kong or elsewhere to execute and perfect any legal
assignment, as required by ABC, of all or any of the Debts purchased here-
under and to endorse, as required by ABC, negotiable instruments received by
ABC and generally to do all such acts or things as may be considered necessary
or desirable by ABC to obtain the proceeds of any Debts purchased hereunder
including the commencement of legal proceedings.
15.02 Save as expressly provided by this Agreement, the Vendor is not the
agent of and shall not be deemed to have any authority from ABC, for any
purpose, and in particular the Vendor is not the agent of and shall not be
deemed to have authority from ABC to vary, terminate or accept notice of
termination of any of the Credit Sales or to institute any legal proceedings
against any Customer or guarantor.
16. LAW AND JURISDICTION
This Agreement shall be governed by and construed, in all respects,
in accordance with the laws of Hong Kong and the parties hereto submit to the
non-exclusive jurisdiction of the Hong Kong Courts.
IN WITNESS WHEREOF the parties hereto have duly executed this Agree-
ment-the date first above written.
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SEALED by the Vendor L.S.
in the presence of:
SIGNED for and on behalf of
ABC by its duly authorised
representative
in the presence of:
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